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Message Text 

UNCLASSIFIED 

PAGE 01 STATE 117317 
ORIGIN OPIC-06 

INFO OCT-01 EA-09 ISO-00 EB-07 L-03 AID-05 COME-00 
/031 R 

DRAFTED BY OPIC/ID/NEA:LPHOLLYWOOD:JC 
APPROVED BY EB/IFD/OIA:RJSMITH 
OPIC/GC:COLE (IN DRAFT) 

OPIC/ID/DVP:AMKRAMISH (IN DRAFT) 

EB/IFD/OIADHSTEBBING 
EA/ROC:HENGELBRECHT (INFO) 

L/EB:SBOND (INFO) 

211414Z 121812/73 

R 210121Z MAY 77 
FM SECSTATE WASHDC 
TO AMEMBASSY TAIPEI 

UNCLAS STATE 117317 

FROM OPIC 

E.O. 11652: N/A 

TAGS: EINV 

SUBJECT: OPIC INSURANCE FOR LOAN GUARANTIES 

REE: TAIPEI 2800 

1 . OPIC CONCURS WITH EMBASSY PROPOSAL TO SEND SECOND 
LETTER TO MOEA. MOEA OFFICIALS SHOULD UNDERSTAND THAT THE 
US/ROC INVESTMENT GUARANTY BILATERAL AGREEMENT IS LIMITED 
TO INTERGOVERNMENTAL PROCEDURAL ARRANGEMENTS AND GIVES NO 
SPECIAL RIGHTS OR STANDING TO THE INSURED INVESTMENT. 

ACCORDINGLY, FGA ISSUANCE SHOULD NOT INVOLVE DUPLICATIVE 
PROCESSING OR MORE STRINGENT REQUIREMENTS THAN ARE APPLIED 
TO INVESTMENT GENERALLY. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 STATE 117317 


2. PART OF THE PROBLEM MAY BE A MISUNDERSTANDING OF WHY A 
GUARANTY OF A LOAN SHOULD BE TREATED AS FOREIGN INVESTMENT 
AND BE ELIGIBLE FOR OPIC INSURANCE. U. S. INVESTORS 
PURCHASE INSURANCE IN SUCH CASES TO COVER THE EVENTUALITY 
OF A DEFAULT REQUIRING THEM TO SEND FUNDS INTO THE PROJECT 
COUNTRY TO MAKE GOOD ON THEIR LOAN GUARANTY. THE PROTECT- 
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ION THE PARENT COMPANY SEEKS EROM OPIC IS AGAINST LOSS OP 
THIS CONTINGENT "INVESTMENT " DUE TO INABILITY OP THE 
POREIGN ENTERPRISE TO MAKE PAYMENT AS A RESULT OF WAR OR 
EXPROPRIATION OR OTHER COVERED EVENT. ON THE OTHER HAND, 

A COMMERCIAL FAILURE OP THE PROJECT, WHICH RESULTS IN A 
CALL ON THE PARENT COMPANY'S LOAN GUARANTY, IS NOT AN 
EVENT THAT COULD BE CLAIMED UNDER OPIC INSURANCE COVER. 

3. A SIMILAR CONCEPTUAL PROBLEM HAS OCCURRED WITH 
SOME OTHER GOVERNMENTS, AND IN GENERAL IT HAS BEEN AGREED 
THAT LOAN GUARANTIES ARE COVERED BY THE BILATERAL. THE 
GUARANTY PACILITATES THE PLOW OF FUNDS TO THE PROJECT PROM 
LENDING INSTITUTIONS EVEN THOUGH THE GUARANTOR ITSELP DOES 

NOT MAKE PAYMENT - UNTIL SOME TIME IN PUTURE IN CASE OP 

A DEPAULT. PUT ANOTHER WAY, THE FLOW OF FUNDS TO THE 

PROJECT MIGHT NOT OCCUR AT ALL, BUT POR THE GUARANTOR. CHRISTOPHER 


UNCLASSIFIED 
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